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This  report  is  the  current  issue  of  a series  based  upon 
Information  obtained  from  distributors  of  fluid  milk  and 
cream  products.  These  distributors  are  subscribers  to  a 
cost  comparison  service  which  furnished  the  Department 
with  tabular  data  for  analysis.  A uniform  accounting 
system  is  used,  and  Information  is  given  on  standardized 
forms.  Data  reported  include:  Costs  and  quantities  of 

raw  milk  and  other  raw  materials;  prices  and  quantities 
of  products  sold;  and  operating  costs. 

The  finns  selected  are  privately  owned,  and  chiefly  single- 
plant firms.  In  these  characteristics  they  are  considered 
to  be  typical.  Very  small  firms,  very  large  firms,  national 
chains,  and  producer-distributors  are  not  included. 


SALES  AND  COST 

In  January -March  19^0,  milk  distributors'  net  sales  receipts  per  100 
pounds  of  milk  and  cream  processed  decreased  less  than  seasonally  but  increased 
considerably  from  a year  earlier.  Costs  of  materials  for  processing  and  resale 
were  down  about  seasonally  and  were  unchanged  from  last  year.  Consequently, 
gross  margins  were  higher. 

Operating  costs  of  milk  distributors  were  seasonally  lower  than  in 
October-December  1959 > higher  than  in  January-March  1959*  The  average 
net  margin — the  amount  available  for  return  on  investment  and  payment  of 
Income  taxes — was  up  substantially  from  the  previous  quarter  and  from  the  same 
quarter  a year  earlier. 


Net  Sales  Receipts 

Milk  distributors'  net  receipts  from  sales  were  $11.19  per  100  pounds  of 
milk  and  cream  processed  in  the  January-March  I96O  quarter.  (Net  sales  re- 
ceipts are  gross  receipts  less  discounts,  allowances,  and  returns.)  The  de- 
crease of  15  cents  per  100  pounds  from  the  previous  quarter  was  seasonal  and 
was  smaller  than  in  most  earlier  years.  The  increase  of  26  cents  in  net  sales 
receipts  per  100  pounds  from  the  January-March  quarter  of  1959  continued  the 
recovery  from  the  low  levels  of  1958. 


J uly  i960 
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Cost  of  Materials  for  Processing  and  Resale 


In  the  January -March  quarter  of  19^0,  milk  distributors'  cost  of  materials 
for  processing  and  resale  was  $5.81  per  100  pounds  of  milk  and  cream  processed — 
a decrease  of  31  cents  from  the  previous  quarter  and  1 cent  below  a year  earlier. 
The  quarter-to-quarter  decrease  followed  the  pattern  of  previous  years:  Costs 
of  raw  milk  and  cream  decreased  l4  cents;  a year  earlier  the  drop  was  12  cents, 
and  two  years  ago  17  cents.  Most  of  the  quarter-to-quarter  decrease  was  in 
"other"  ingredients  used  and  items  purchased  for  resale.  Seasonal  variation  in 
"other" costs  is  discussed  later  in  this  article. 

Costs  of  materials  for  processing  and  resale,  as  a percentage  of  net  sales 
receipts,  continued  the  steady  decline  of  past  years.  The  gross  margin  of 
milk  distributors — net  sales  receipts  less  cost  of  materials  for  processing  and 
resale — was  48.1  percent  of  net  sales  receipts,  an  increase  of  1.3  percentage 
points  from  a year  earlier  and  the  highest  of  any  first  quarter  during  the 
1952-60  period. 


Operating  Costs 

Operating  costs  for  fluid  milk  distributors  totaled  $4.83  per  100  pounds 
of  fluid  milk  and  cream  processed  in  the  January-March  I96O  quarter — a decrease 
of  7 cents  from  the  previous  quarter  but  an  increase  of  12  cents  from  the  first 
quarter  of  1959* 

Rises  and  falls  in  individual  operating  costs  resulted  in  the  net  year- 
to-year  Increase  of  12  cents.  Wages,  salaries,  and  commissions  rose  9 cents. 
These  personnel  costs  represented  55  percent  of  all  operating  costs  in  January- 
March  i960  and  52  percent  in  the  same  quarter  of  1956  and  1957.  Salaries, 
wages,  and  commissions  have  increased,  both  in  absolute  amount  and  as  a per- 
centage of  total  operating  costs,  every  year  since  this  series  began  in  1952. 

Container  costs,  at  66  cents  per  100  pounds  of  fluid  milk  and  cream  proc- 
essed, were  1 cent  below  a year  earlier,  continuing  the  downward  trend  of  the 
past  4 years.  This  downward  trend  probably  results  from  the  shift  to  larger 
containers  which  cost  less  per  unit  of  product.  Costs  of  operating  supplies, 
at  30  cents,  were  1 cent  above  a year  earlier,  an  increase  not  indicative  of 
any  trend  since  these  costs  have  varied  Irregularly  from  28  to  30  cents  for  the 
past  l4  quarters.  Costs  of  rent,  repairs,  and  depreciation  were  66  cents — up 
2 cents  from  a year  earlier  but  about  the  same  as  during  the  past  3 years.  All 
other  operating  costs  totaled  58  cents,  1 cent  more  than  in  the  same  quarter  of 

1959. 


Fluid  milk  distributors'  net  margin — the  amount  available  for  return  on 
investment  and  payment  of  income  taxes — was  55  cents  per  100  pounds  of  milk 
and  cream  processed  in  the  first  quarter  of  I96O.  This  was  an  increase  of 
23  cents  from  the  previous  quarter,  an  Increase  of  15  cents  from  a year  earlier, 
and  the  highest  for  any  quarter  since  the  60  cents  in  the  last  quarter  of  1955* 
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Table  1. --COSTS  AND  MARGINS  FOR  SELECTED  DAIRY  FIRMS:  Per  100  potinds  of  milk  and  cream  processed,  for  years 

1952 -59>  3-nd  for  the  5 most  recent  quarters 


1 

ON 

VO  LTN 

rd 

CO 

(TNVO 

0 

VO  VO 

UN  VO  [ft-d- 

0^ 

\s\ 

0 

0 

.0 

g 

1 1 

1 1 

rH  MJ 

CO 

ro 

VO  VO 

CO 

VO  0 

0 

1 — 1 rH  r — 1 

CO 

LP\ 

CO 

ON 

3 

cd 

0 

rH 

LO 

LO 

LO 

CM 

1 1 

s 

n 

rH 

• 

1 

* 

0 CM 

CM 

CM 

H UN 

0 

ON  VO 

-d’ 

to  CO  CO 

0 

CM 

0 

• 

0 

• 

CO 

ro  CXO 

rH 

CM 

VO  VO 

CO 

VO  0 

0 

rH  1 — It — ! 

(ON 

cn 

00 

-p 

1 — 1 

• 

• • 

• 

• 

• • 

• 

0 

0 

0 

rH 

LO 

VO 

LO 

CM 

d- 

0 

M 

n 

( — 1 

1 

VO 

iH 

CO 

CO 

UNCO 

0 

-G-  VO 

-d 

0 CO  UN 

ift 

0 

• 

CM 

0 (ON 

ON 

CM 

VO  VO 

CO 

VO  0 

0 

CM  iH-rH 

(ON 

CO 

CO 

H 

P4 

•H 

• 

• • 

• 

• 

• • 

• 

P 

(D 

0 

rH 

LO 

LO 

LO 

CM 

aj 

p 

: — 1 

ON 

Lf\ 

• • 

• • 

ON 

1 

(D 

0 

CM  L/N 

CO 

-d-  CO 

ON 

IN- VO 

-G-  CO  0 -H- 

Lf\ 

CO 

0 

rH 

• 

• 

rH 

CO  CO 

VO 

VO 

CM 

VO  0 

P 

H CM  rH 

(ON 

d" 

CO 

U 

rH 

ft  3 

Oj 

rH 

LO 

LO 

CM 

< 

p 

1 — 1 

1 

• • 

CO 

ltn  r- 

f — 1 

-d-  C3N 

^ VO  -4" 

UN  IN-  UN 

0 

0 

• 

• 

• 

CT\ 

1 — i VP 

CO 

1 — 1 

UN  VO 

CM 

VO  0 

0 

IH- 

-d 

CO 

c 

P 

t — ! 

• 

• • 

• 

• 

• • 

« « 

cd 

cd 

0 

0 

LO 

LO 

LO 

CM 

-d 

p 

r — 1 

ON 

VD 

.10 

.80 

0 

VO 

r-i  (7N  (ON 

[ft  VO  -G- 

t— CO  VO 

(ON 

0 

1 1 

(Jn 

CM 

VO  VO 

CM 

VO  0 

0 

1 1 1 1 1 1 

00 

CO 

CO 

ON 

0 

t — ! 

LO 

LO 

LO 

1 

CM 

-d 

1— 1 

p 

1 — 1 

•• 

CO 

LT\ 

CO  0 

CO 

CM 

VO  0 

CON 

CO  VO  -G- 

IN-CO  VO 

-d 

CO 

0 

• 

0 

H 

CO 

CM 

LO  OJ 

VO  0 

0 

CO 

CO 

CO 

LT\ 

rH 

• 

• • 

• 

• 

• • 

• 

On 

0 

1 — 1 

LO 

LO 

LO 

CM 

-d 

1 — 1 

p 

1 — 1 

• • 

LT\ 

(TN  r- 

0 

LO 

0 rH 

CON 

IftVO  -G- 

IN-CO  UN 

t- 

CO 

(g 

• 

1 — 1 

CM  t:- 

0 

1 — 1 

LO  OJ 

VO  0 

P 

IN- 

CO 

LT\ 

1 — 1 

• 

• • 

• 

• 

ON 

0 

1 — 1 

LO 

VO 

LO 

CM 

-d 

t— 1 

p 

1 — 1 

0) 

• • 

• • 

CM 

ON  VO 

LO 

CO 

r<N  CM  CO 

-G-  UN_d- 

IN-  (ON  VO 

CO 

LT\ 

0 

bU 

VO 

CM 

00 

H 

0 

t~-  CM 

VO  0 

0 

VO 

CO 

CO 

cri 

u\ 

r— 1 

• 

• • 

• 

• 

• • 

• 

• 

ON 

0 

1 1 

LO 

VO 

LO 

CM 

d" 

iH 

p 

rH 

cd 

• • 

•• 

LT\ 

CM  (On 

1 1 

CO  0 

CM 

0 VO  -G-  CO  CO 

0 

-d 

CO 

LT\ 

• 

ON 

H 00 

0 

(ON 

CM  CO 

VO  0 

0 

Lf\ 

d" 

CO 

fH 

LT\ 

1 — 1 

• 

• • 

• 

• 

ON 

0 

0 

LO 

VO 

CM 

d" 

cd 

<D 

r— 1 

p 

1 1 

>H 

•• 

(ON 

ON 

0 

a\ 

H UN  UN 

N-VO 

CO  (ON  VO  CO 

LT\ 

-d 

lT\ 

• 

VO 

0 CO 

C7N 

r- 

CM  VO 

CO 

UN  0 

0 

0^ 

d 

IN- 

LiA 

1 — 1 

• 

• _ • 

• 

* 

ON 

0 

0 

LO 

LO 

-d" 

CM 

d- 

t [ 

p 

rH 

• • 

• • 

CM 

ON  VO 

(On 

CO 

CON  CM 

CM 

CM  VO 

CM 

On  UN  CO 

0 

CO 

r — 1 

CO 

• 

rH 

^ CO 

CM 

CO 

H VO 

CO 

UN  0 

0 

CM 

VO 

LTN 

LT\ 

• 

• • 

• 

ON 

0 

rH 

LO 

VO 

CM 

-d 

tH 

p 

1 — I 

• • 

CM 

UN  CM 

i:- 

LO 

UN  0 

0 

0 VO 

CM  VO  UN  UN 

(ON 

VO 

CO 

<NI 

• 

CO 

00  CO 

VO 

VO 

H VO 

CO 

UN  0 

0 

rH  1 — 1 1 — 1 

0 

LT\ 

-d 

LT\ 

1 — 1 

• 

• • 

♦ 

• 

• 

ON 

0 

rH 

LO 

VO 

CM 

d" 

I— i 

p 

rH 

0) 

• • 

• • 

• • 

• • 

• • 

• • 

• • • 

• • • 

• • • 

• 

• 

• 

• • 

• • 

• • • 

fH 

0 

cd 

CO 

S : 

d 

cd 

• • 

CO 

• 

• • • 

• • • 

ft 

(1) 

(D  . 

• • 

(D 

Td 

• 

• * • 

!h 

u . 

•N 

^ • 

•rH 

G 

• 

• • • 

CO 

0 • 

CO 

rH 

Cd 

• • • 

ft 

ncJ 

•• 

0^ 

ft 

rv 

G • 

• • • 

bb 

cd 

P 

'tH 

to 

b(. 

CO  ♦ 

ft 

ft 

0 . 

• • • 

0) 

•H 

cd 

c • 

ft 

cd 

G • 

G 

G 

•tH  • 

• • • 

G 

0 

Cd  • 

ca 

CO 

1* 

0 . 

CO 

(D 

ft  . 

• • • 

iH 

•H 

(U 

0) 

b£ 

cd 

G 

0 

•H  CO 

G 

cd  • 

• • • 
. bO  . 

cd 

ft 

-p 

P 

M • 

ft 

•rH 

0 

m G 

bD 

•H  • 

ft 

CQ 

G 

cd 

•H 

0 

M 

CO 

CO  (U 

G 

•N 

0 . 

• G • 

0 

G 

0 

CQ 

a 

CO 

•rH  • 

E-I 

G 

UD 

(D 

•H  G 

•H 

CO 

(D  • 

(D 

• *H  • 

EH 

•H 

ft 

<D 

CO 

Cd 

G 

•rH 

S *rH 

ft 

G 

G . 

0 

CQ  CQ  • 

bo 

(D 

ft 

(U 

(U 

s 

♦r! 

G 

a cd 

cd 

•H 

ft  • 

G 

(U  •H  I — 1 

G 

G 

Cd 

0 

0 

> rd 

ft 

Cd 

0 ft 

G 

Cd 

0)  • 

Cd 

0 ft  oj 

cd 

w 

0 

cd  ft 

CO 

cd 

rH 

0 G 

aj 

ft 

rd  m 

H 

•H  G G 

e 

CQ 

ft 

p 

K 0 

CQ 

u 

cd 

0 

ft 

d) 

(D 

p 

> (U  CD 

-p 

to 

ft 

0 

CD 

m 

0 

0 

ft 

B 

CO 

G >:  G 

ft 

H 

<D 

0 

G 

ft 

CD 

G 

CD  m)  <D 

CD 

•H 

is; 

CO 

0 

0 

EH 

H 

cn  <;  0 

IH 

5 


Preliminary. 

Gross  sales  receipts  less  discounts,  allowances,  and  returns. 

Includes  State  unemployment.  Federal  old  age,  workmens'  compensation,  and  employee  benefits. 
Net  returns  to  owners  before  income  taxes. 


COST  OF  "OTHER"  MATERIALS  FOR  PROCESSING  AND  RESALE 


The  "other"  segment  of  the  cost  of  materials  for  processing  and  resale 
has  averaged  about  8 cents  per  dollar  of  sales  over  the  last  8 years  (table  l). 
This  cost  consists  of  raw  materials  (other  than  raw  milk  and  cream),  ingre- 
dients used  in  fluid  items  and  ice  cream,  finished  products  purchased  for  re- 
sale, inventory  adjustments  for  raw  materials  and  finished  products,  and  income 
or  expense  for  hauling  raw  materials. 

Raw  milk  and  cream  is  frequently  hauled  from  the  farm  in  company-owned 
trucks  at  a charge  to  farmers.  Expense  or  income  from  hauling  depends  on 
which  is  larger:  Expenses  or  charges  to  farmers.  This  item  and  inventory 

adjustments  are  not  further  considered  in  this  article. 

The  "other"  costs  of  materials  for  processing  and  resale  are,  individually, 
small  compared  with  costs  of  raw  milk  and  cream.  Yet,  collectively,  they  are 
important;  during  the  1956-59  period  they  have  amounted  to  two  to  three  times 
as  much  as  the  net  returns  (before  income  taxes). 


Products  Purchased  for  Resale 


Finished  products  purchased  for  resale  account  for  some  60  percent  of  the 
"other"  costs,  averaging  a little  less  than  5 cents  per  dollar  of  sales  during 
the  1956-59  period  (fig.  3) • Butter,  eggs,  cheese,  margarine,  and  orange 
juice  purchased  for  resale  by  the  milk  department  were  the  most  important: 
costs  were  4. II  cents  per  dollar  of  sales  in  1956,  4.^9  cents  in  1957,  4.20 
cents  in  1958,  and  4.59  cents  in  1959*  Assuming  that  markups  have  remained 
about  the  same,  it  appears  that  these  products  may  be  becoming  more  important 
in  the  fluid  milk  distributor's  business.  However,  it  seems  that  their  im- 


portance  does  not  vary 

seasonally: 

Average  costs  by  quarters  for 

the  4' 

period  vary  less  than 

2 percent  from  the  annual  average  as  shown 

below: 

Cents 

Cents 

1st  quarter 

4.27 

3rd  quarter 

4.42 

2nd  quarter 

4.31 

4th  quarter 

4.40 

Annual  average 

4.35 

Ice  cream  novelties  were  the  most  important  product  purchased  for  resale 
by  the  ice  cream  department.  The  novelties,  plus  other  items  such  as  ice 
cream  store  products,  averaged  a little  more  than  0.6  cent  per  dollar  of  sales 
over  the  4-year  period.  The  ice  cream  department,  as  contrasted  with  the  milk 
department,  had  a definite  seasonal  pattern  on  cost  of  resale  products: 

Cents  Cents 

1st  quarter  0.4l  3rd  quarter  .76 

2nd  quarter  .81  4th  quarter  .50 

Raw  Materials 


In  addition  to  raw  milk  and  cream,  fluid  milk  distributors  also  use  con- 
densed skim,  nonfat  dry  milk  (powder),  and  vegetable  fat.  These  raw  materials 
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PRODUCTS  PURCHASED  FOR  RESALE 

Costs  Per  Dollar  of  Sales  for  Fluid  Milk  Distributors 


^ PRIMARILY  ICE  CREAM  NOVELTIES 

U.  S.  DEPARTMENT  OF  ACRICULT" NEG.  7939-60  (6)  AGRICULTURAL  MARKETING  SERVICE 


Figure  3 


RAW  MATERIALS  (OTHER  THAN  MILK 
AND  CREAM)  AND  INGREDIENTS 

Costs  Per  Dollar  of  Sales  for  Fluid  Milk  Distributors 

CE 


3 

2 

1 


0 

♦condensed  skim,  nonfat  dry  milk  and  vegetable  fat  ^sucar,  fruits,  flavors,  gelatin,  nuts,  etc. 

^CHOCOLATE,  SUGAR,  VITAMINS,  FRUIT  CONCENTRATES,  SALT,  ETC. 

U.  S.  DEPARTMENT  OF  AGRICULTURE  NEG.  7938-60  ( 6)  AGRICULTURAL  MARKETING  SERVICE 


Figure  k 
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cost  slightly  more  than  0.7  cent  per  dollar  of  sales  during  1956-59  and  con- 
sisted of  about  0.11  cent  for  condensed  skim,  0.53  cent  for  nonfat  dry  milk, 
and  0.07  for  vegetable  fat.  Costs  for  these  materials  per  dollar  of  sales, 
have  remained  very  steady,  averaging  0.75  cent  in  I956,  0.73  cent  in  1957, 

0.73  cent  in  1958,  and  0.72  cent  in  1959-  Quarterly  cost  data  for  the  4-year 
period,  however,  reflect  the  seasonal  use  of  these  materials  in  frozen  products 

Cents  Cents 

1st  quarter  .69  3rd  quarter  .88 

2nd  quarter  . 71  4th  quarter  . 66 

Ingredients 

The  cost  of  non-milk  ingredients  used  by  fluid  milk  distributors  was 
divided  about  equally  between  fluid  products  and  frozen  products.  Total  cost 
of  ingredients  averaged  a little  more  than  2 cents  per  dollar  of  sales  during 
1956-59  (fig.  4). 

Ingredients  purchased  for  use  in  fluid  products  were  principally  chocolate 
sugar,  vitamins,  fruit  concentrates,  and  salt.  Costs  of  these  ingredients 
averaged  about  1 cent  per  dollar  of  sales  in  each  of  the  4 years.  The  first- 
quarter  costs  were  lowest  in  each  year  and  averaged  lowest  for  the  4 years: 

Cents  Cents 


1st  quarter  0.93  3rd  quarter  1.07 

2nd  quarter  I.03  4th  quarter  1.02 

This  probably  was  because  about  I5  percent  of  the  fruit  drinks  were  sold  in  the 
first  quarter,  29  percent  in  the  second  quarter,  36  percent  in  the  third 
quarter,  and  20  percent  in  the  fourth  quarter. 

Ingredients  purchased  for  use  in  ice  cream  and  related  products  were 
principally  sugar,  fruits,  flavors,  gelatin,  and  nuts.  Costs  for  these  ingre- 
dients of  frozen  products  averaged  slightly  more  than  1 cent  per  dollar  of 
sales  during  the  1956-59  period.  The  costs  did  not  vary  substantially  from 
year  to  year  but  were  somewhat  higher  in  1959  than  in  previous  years.  Season- 
ally, costs  of  ice  cream  Ingredients  have  the  same  pattern  as  frozen  products 
purchased  for  resale — that  is,  considerably  higher  in  the  spring  and  summer 
quarters : 


Cents  Cents 

1st  quarter  O.8O  3rd  quarter  1.27 

2nd  quarter  1.30  4th  quarter  0.76 

This  quarterly  variation  in  costs  is  about  the  same  as  the  quarterly 
variation  in  sales  of  ice  cream  expressed  as  a percentage  of  annual  sales: 

17  percent  in  the  first  quarter,  3I  percent  in  the  second  quarter,  33  percent 
in  the  third  quarter,  and  I9  percent  in  the  fourth  quarter. 
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